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UNION GAS LIMITED ANNUAL REPORT FOR THE YEAR ENDED MARCH 31, 1978 


Union Gas Limited, incorporated in 1911, is one of Canada’s larg- 
est natural gas companies, engaged in virtually every phase of the 
business, including distribution, transmission and storage, explora- 
tion and production, and appliance merchandising and service. 

As a distributor, Union serves some 429,000 residential, commer- 
cial and industrial customers in Southwestern Ontario. 

- In addition to its operations in Southwestern Ontario, Union is 
actively engaged in gas and oil exploration and development in 
Western Canada under a number of joint venture arrangements. 

A subsidiary, Major Holdings & Developments Limited, is a land 
development company involved in industrial, commercial and resi- 
dential properties throughout Union’s distribution area. 

Union Gas is almost entirely Canadian-owned. At March 31, 1978, 
Canadian residents held 97% of the issued common shares. 


Cover Recently we interviewed some of our customers about natu- 
ral gas. From these interviews a series of Customer Profiles were 
developed which can be found elsewhere in this Report, starting on 
Page 4. 
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FOR IMMEDIATE RELEASE 
May 26, 1978 


CHATHAM--Users of natural gas must have reasonable assurances that the 
price of such gas will not be permitted to increase out of line with 
the prices of other energy sources, W.G. Stewart, President of Union 


Gas Limited, said in the Company's annual report issued today. 


"In the development of energy strategies, it is important that 
the price competitiveness of natural gas not be eroded," Mr. Stewart 
said. "The decision to use natural gas involves a substantial 


commitment of funds for equipment and facilities by industrial and 


commercial customers - and, indeed, by residential customers as well. 
Such assurances would be consistent with the basic energy objectives of 
governments in Canada and it is important that they be clearly stated 


for the information of the Canadian public." 


Pointing out that the Federal government has expressed approval 
for the substitution of natural gas for oil, where feasible, Mr. Stewart 
said that Union looks forward to specific government policy developments 


to achieve this objective. 


"Tt (Union) is encouraged by the recognition of Ottawa of the 
healthy gas supply situation and of the desirability of promoting greater 


use of this indigenous energy form," he added. 


/ continued ... 
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Mr. Stewart emphasized that the apparent current surplus of oil 
and oil products in Canada and North America is temporary and "conceals 


the extremely serious, long-term oil outlook." 


The Federal government has forecast that some $180 billion will 
have to be spent on energy-related projects of all kinds between now and 
1990, according to Union's President. These projects include natural 
gas, nuclear electricity, tar sands oil and other energy sources, with the 
objective of limiting Canada's need for oil imports, from 1985 on, to 
one-third of the country's oil consumption of 800,000 barrels per day, 


whichever is less. 


"This clearly means that natural gas in the next decade will have 
an even more important role to play in meeting Canada's energy needs," 


he said. 


"Union's management has been in frequent contact with officials 
responsible for energy policy nationally, in the Province of Ontario and 
in the Province of Alberta," Mr. Stewart added. "We are confident that 
decisions will be made and policies formulated that will serve the national 
interest and, at the same time, will encourage the market penetration of 
natural gas and improve the operating efficiency of Union and other natural 
gas utilities." 
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COMPARATIVE HIGHLIGHTS 


Year ended March 31 

1978 1977 

Total revenues $559,594,000 $489,490,000 
Income for the year $ 25,347,000} $ 24,283,000 
Basic earnings per common share $ 1.237 $ 1.34 
Dividends declared per common share* $ 74 $ .69 
Weighted average number of common shares outstanding 17,934,386 1a OU Mon 
Natural gas sales — MCF ** 240,915,000 245,678,000 
Total customers at year end 429,000 418,000 
Average gas use per customer — MCF: residential 131.2 143.4 
commercial 987.3 1,052.4 

Maximum day send-out — MCF 2,381,000 2,460,000 
Net expenditure on utility properties $ 59,718,000 $ 49,156,000 
Gross properties at year end $557,786,000 $494 ,628,000 


+ Before extraordinary item 
* Annual rate per class Acommon share at year end 
** MCF means thousand cubic feet 
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LETTER TO SHAREHOLDERS 


The 1978 fiscal year presented Union Gas with a number of chal- 
lenges. Sales were restrained by the effects of weather and conserva- 
tion, by the low level of general economic activity and by intense 
competition from residual oil which is in excess supply and is being 
sold at distress prices in the industrial market. However, sales vol- 
umes and income before deduction of an extraordinary item re- 
mained at levels close to those of fiscal 1977. 

Income before deduction of the extraordinary item was, in fact, 
4.4% higher than in the 1977 fiscal year. Sales volume of 241 billion 
Cubic feet was 2% lower than that attained in the previous year. 

Basic earnings per share, before the extraordinary item, were 
$1.23, compared with $1.34 for fiscal 1977. The average number of 
common shares outstanding in fiscal 1978 was 17,934,386, com- 
pared with 15,750,751 in fiscal 1977. 

Earnings were reduced by the write-off of expenditures incurred as 
amember of the Canadian Arctic Gas Study Limited project, following 
denial by the National Energy Board of its application for approval to 
construct a northern pipeline and the subsequent approval of the 
Foothills Yukon project. As a result of the write-off, earnings per 
common share were $1.01. 

As shareholders are aware, this investment was entered into be- 
cause of the conviction of the directors that it was appropriate and 
indeed necessary for Union Gas to assist in assuring adequate 
long-term supplies of gas from frontier areas. The Company is in 
agreement with the Federal Government’s decision that, in the plan- 
ning of the Foothills Yukon pipeline, provision should be made for the 
eventual delivery of Canadian gas from the Arctic to Southern Cana- 
dian markets. 

During much of the 1978 fiscal year, the Company was engaged in 
public hearings before the Ontario Energy Board to seek approvals 
for rate increases. The Federal Government’s policy of progressively 
increasing the wholesale price of crude oil and natural gas, combined 
with the Company’s need to recover from customers increases in 
operating costs, make frequent rate adjustments inevitable. While a 
great deal of time is spent by utilities in preparing for and participating 
in Board hearings, the Ontario Energy Board has been extremely 
successfui in adapting its own procedures to the requirements of the 
energy users and energy suppliers of the province. 

As a result of an encouraging improvement in the identification of 
increased gas reserves in Western Canada in the past year, it has 


C.M. HARDING 


become possible for Union Gas to give longer term delivery assur- 
ances to our customers than we have been able to offer in the recent 
past. The Company has during the past year been able to receive 
commitments of six years security of supply from TransCanada 
PipeLines Limited and, in turn, has been able to make similar commit- 
ments to customers. 

The Federal Minister of Energy, Mines and Resources has publicly 
expressed the government’s view that, where feasible, natural gas 
should be substituted for oil so as to reduce Canada’s growing 
reliance on imported oil. The Company looks forward to specific 
government policy developments to achieve this objective. It is en- 
couraged by the recognition by Ottawa of the healthy gas supply 
situation and of the desirability of promoting greater use of this 
indigenous energy form. 

Many members of the public are naturally puzzled by the apparent 
Current surplus of oil and oil products in Canada and throughout 
North America. This temporary situation conceals the extremely 
serious long-term oil outlook. The Federal Government has forecast 
that some $180 billion will have to be spent on energy-related projects 
of all Kinds between now and 1990. These projects include natural 
gas, nuclear electricity, tar sands oil and other energy sources, with 
the objective of limiting Canada’s need for oil imports, from 1985 on, 
to one-third of the country’s oil consumption or 800,000 barrels per 
day, whichever is less. 

This clearly means that natural gas in the next decade will have an 
even more important role to play in meeting Canada’s energy needs. 
In the short term, however, residual oil, a by-product of the refining 
process, is being heavily promoted in the industrial market in Ontario 
and is seriously affecting sales of natural gas. Union’s management 
has been in frequent contact with officials responsible for energy 
policy nationally, in the Province of Ontario and in the Province of 
Alberta. We are confident that decisions will be made and policies 
formulated that will serve the national interest and, at the same time, 
will encourage the market penetration of natural gas and improve the 
operating efficiency of Union and other natural gas utilities. 

Inthe development of energy strategies, it is important that the price 
competitiveness of natural gas not be eroded. The decision to use 
natural gas involves a substantial commitment of funds for equipment 
and facilities by industrial and commercial customers — and indeed 
by residential customers as well. This kind of commitment will only be 
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made if potential customers have reasonable assurances that the 
price of natural gas at the point of use will not be permitted to increase 
out of line with the prices of alternative energy sources. Such assur- 
ances would be consistent with the basic energy objectives of gov- 
ernments in Canada and it is important that they be clearly stated for 
the information of the Canadian public. 

Exploration in Western Canada and in the frontier areas of the 
Arctic has been encouraging. It is vital that a high level of exploration 
activity be maintained. This can only be done if the expansion of 
existing natural gas markets is a central part of government policy. 

The fact that Union Gas in a difficult year achieved the results 
outlined in this annual report is evidence of the calibre and the 
dedication of its employees at all levels and in every part of the system. 
On behalf of the shareholders, the Board expresses its appreciation 
and its congratulations. 


On behalf of the Board of Directors, 


Chairman of the Board 


President and Chief Executive Officer 


Chatham, Ontario, May 10, 1978 


Customer Profile No. 1 


“We went straight to Union Gas...” 


Lilly DiRezze is a third generation gas cook. 
Her grandmother, her mother and even her 
mother-in-law all cook with gas. 

So, when Lilly and her husband Isidore 
were furnishing their new home there wasn’t 
any choice: the range just had to be gas. 

“We didn’tshop around,” says Lilly. “We 
went straight to Union Gas.” 

She’s glad they did! Her range gives her 
consistently good results. Thanks to the 
instant on/ off heat that gas provides, she 
doesn'thave to be constantly ‘thinking 
ahead of the burner’”’. 

The DiRezzes also heat with gas. They 
have a furnace that filters and humidifies the 
air and keeps every room in the house 
comfortable. But, for Lilly, the range is the 
thing. 

Lilly has three jobs. She’s ahomemaker, a 
mother and works fulltime as a bookkeeper. 
So, she makes good use of her range’s clock 
controls. 

She pops dinner in the oven in the morning 
and by the time she returns from work the 
food is ready—automatically. 

Carrying on her family’s gas cooking 
tradition obviously helps Lilly keep up with 
her busy schedule. 


eau ae 


| Se ACE 


Revenue 

eee RESIDENTIAL SALES 24.7% 
COMMERCIAL SALES 16.3% 

oe 
: ; INDUSTRIAL SALES 46.8% 

oo — 

OTHER UTILITIES 2.0% 

, 
TRANSPORTATION AND STORAGE 4.4% 

| 
REALTY 3.5% 

ai 
OTHER 2.3% 
‘ 100.0% 

Costs 

GAS COST 70.3% 
OPERATING AND MAINTENANCE 9.8% 
8 REALTY OPERATIONS 3.1% 
i TAXES AND DEPRECIATION 7.9% 

oo ——_—_. 
INTEREST EXPENSE 4.4% 
DIVIDENDS 2.9% 
REINVESTED EARNINGS 1.6% 


100.0% 


REVIEW OF OPERATIONS FINANCIAL 


Revenue Total revenue for the 1978 fiscal year rose to $559.6 
million, an increase of $70.1 million, or 14.3%, over the previous fiscal 
year. 

Gas sales revenue increased by 13.7% to $502.7 million. This was 
principally the result of higher rates charged to our customers to 
cover the increased cost of purchased gas. Although the weather for 
fiscal 1978 was 6.6% colder than normal, it was some 4% less cold 
than the previous year, which had a record setting cold winter. Due to 
the weather factor, and conservation measures taken by our custom- 
ers, the total volume of gas sold in fiscal 1978 was 241 billion cubic 
feet (BCF), 2% below the 1977 volume. 

Increasingly significant revenues are derived from storage and 
transportation service provided to other utilities. In fiscal 1978 the total 
revenue from this source was $24.6 million, an increase of $7.5 
million, or 43.4%, over that for the 1977 fiscal year. However, $5.3 
million of the total represents the balance of revenue applicable to the 
Current fiscal year under the exchange agreement with TransCanada 
PipeLines which allowed emergency deliveries of natural gas to the 
US in 1977. It should be noted that this item is therefore of a non- 
recurring nature. 

Realty revenue for fiscal 1978 from the Company’s subsidiary, 
Major Holdings & Developments Limited, amounted to $19.7 million, 
compared with $18.9 million in fiscal 1977. The operations of this 
85.6% owned subsidiary are discussed later in this Review. 

Other income of $12.6 million for 1978 compares with $11.4 million 
in the previous year. The larger items in this category are revenue 
from service work and from rental of water heating equipment. 


Costs For fiscal 1978 total expenses were $511 million, an increase 
of $69.3 million, or 15.7%, over those for the previous year. The 
largest increase was in the cost of gas, which rose to $393.6 million, 
an increase of $61.9 million, or 18.7%, over that for the 1977 fiscal 
year. During this period the average cost per thousand cubic feet 
(MCF) of gas purchased from TCPL was $1.61 compared to $1.36 for 
the previous fiscal year. 

Cost of realty operations of the subsidiary was $17.4 million, an 
increase of $1.7 million over the prior year. 

Operating and Maintenance costs of $54.6 million were 8.5% 


Annual volume of gas sales Earnings and dividends Capital structure Gross property account 
270 ASS! 450 585 


BILLIONS OF CUBIC FEET PER COMMON SHARE MILLIONS OF DOLLARS 
400 


MILLIONS OF DOLLARS 


OTHER GAS COMPANIES 


350 


300 


COMMON STOCK AND$ 


higher than in fiscal 1977. This increase was mainly due to higher levels to each component of the capital structure of the utility compa- 
costs of labour, materials and supplies. ny. The capital structure of Union Gas Limited on an unconsolidated 

Interest expense aggregates $24.5 million, a decrease of $0.9 basis at March 31, 1978, with comparable amounts at March 31, 
million from the previous year. This resulted from both lower levels of | 1977, is: 


short-term borrowings and lower interest rates thereon than in the 41978 1977 
revious year. 

‘ : ($000’s) % ($000’'s) % 

Financing In February 1978 the Company sold $50 million 10% Long-term debt 257,578 58.6 912.220 54.7 

Sinking Fund Debentures, 1978 Series due February 15, 1998. Pro- preference shares 44,149 10.0 42,445 11.0 

ceeds of this issue were employed in reducing bank loans and other ~~ Common equity 138,059 31.4 133,008 343 


short-term borrowings, and basically represent the long-term funding 
of the capital expenditures of some $60 million on utility property, 


plant and equipment during the fiscal year. The last determination of a fair and reasonable rate of return on rate 
base for the Company was made by the OEB in its decision dated 
June 30, 1976. This was found to be 10.14%, based on the capital 
structure and related cost components applicable to the 1976 fiscal 
year. In the current rate proceeding the Company has requested a 
return level of 10.77%. 

For the year ended March 31, 1978 the Company estimates the 
return based on actual results to be 9.8%, compared with 10.5% for 
fiscal 1977. In the rate making process certain adjustments are 
recognized in order to compute results on a normal or typical basis of 
operation. Of significance in this respect for the last two years is the 
colder than normal weather. On the basis of normal weather the 
earnings per common share would be less than reported by 6¢ in 
fiscal 1978, and 18¢ in fiscal 1977. The rate of return on rate base for 
1978 would be 9.6% and 10.0% for 1977. A review of regulatory 
proceedings follows under ‘‘Rate Regulation”. 


Total 439,786 100.0 387,673 100.0 


Extraordinary item During fiscal 1978 the Board of Directors con- 
cluded that it was appropriate to write off the expenditures made by 
Union as a member of Canadian Arctic Gas Study Limited (CAGSL), 
which was unsuccessful in obtaining National Energy Board approval 
to build a northern gas pipeline. These expenditures amounted to 
$7.8 million, with an after-tax cost of $3.9 million. 

Union and several other natural gas utilities became members of 
the CAGSL consortium with the knowledge and encouragement of 
governments at both the provincial and federal level. We were con- 
vinced of the necessity to bring frontier reserves to market, and in the 
initial stages the CAGSL proposal was the only one before the 
National Energy Board. The NEB hearing evolved into a most unusual 
one, with alternative proposals being considered, and with the ulti- 
mate result that a competing proposal was approved. In Union’s view, 
the investment in the work of CAGSL group, and its initiative in 
bringing the northern pipeline question before the NEB, were funda- 
mental contributions to the development of any practicable northern Effect of inflation In a period of high inflation, there is widespread 


pipeline proposal. concern over the fact that traditional accounting practices do not 
adequately reflect current and future replacement costs. 
Level of return For the utility operation the earnings of the Com- Although cost of utility service, return on investment and utility 


pany are regulated by the Ontario Energy Board (OEB) onthebasisof revenue requirements of the Company are determined by the OEB by 

a rate of return on rate base. Return for this purpose is annual utility reference to historical cost and not on a basis of current value, the 

earnings after income tax, but before interest costs. A utility’s rate Company has, for information purposes only, made an estimate 

base is generally considered to be composed of the year-end invest- | based on general price level changes. This will assist shareholders in 

ment in utility plant, less accumulated depreciation, and with provi- assessing the impact of inflation. 

sion for certain items of working capital. The costs of plant and accumulated depreciation thereon are 
In determining the rate of return to be allowed, the OEB applies cost —_ provided below on both historical and general price-level bases. The 


Gas sales volume and revenue POCO TG served 
Volume in Revenue in T aueanbe 
billions of cubic feet thousands of dollars 
Year to % increase Year to % increase 
March 31 % of (decrease) March31 % of (decrease) 
Class of customer: 1978 total from1977 1978 total from1977 
Residential 49.1 20.4 (5.9) $138,380 ZI 10.2 
Commercial 41.0 170 (3:3) 91,121 18.1 10.6 
Industrial 145.0 60.2 el 261,883 521 17.0 
Other gas distributors 

for re-sale 5:8 24 (5.8) rol 23 9.7 


Total 240.9 100.0 (159) $502,695. 100.0 13.7 


~ Customer Profile No.2 


‘...gasis conveniently available.’’ 


Tage Hansen’s business is blooming! 
ALeamington greenhouse grower, Tage 
ships more than a million flowers each year, - 

_ across Canada from coastto coast. 

__ Tage grows carnations, mums and daisies 
and he'll tell you the cut flower business is 
highly competitive. He'll also tell you that one 
of the keys to success is to have a quality 

_ product. Natural gas helps him to do just that! 
_ With three and one-half acres ‘under 
glass’, Tage uses gas for heating and to 
generate the carbon dioxide he needs to 

enrich the atmosphere in which his flowers 

_ flourish. He also uses gas to produce steam 
required to sterilize the soil in which his 
flowers grow. 
Tage, whois national president of Flowers 
_ Canada, converted his greenhouse 
operations to natural gas about three years 
ago, for some very good, practical reasons, 
and those reasons still apply. 
“We like the fact that gas is conveniently 
_available,” he says. ‘“‘The costis reasonable 
and the service we get from Union Gas has 
been efficient and prompt.” — 


Capital structure 


In thousands % of 
At March Ge : 978 total capitalization was as follows: of dollars _ total 
Common shares — ee $$ 56,468 
Accumulated earnings retained for usein the business 81,591 
Total common equity oe 138,059... 314 
Preference eee ; es 44,149 10.0 
Totalequity = a0 oe 182,208 41.4 
erat debt (exclusive of portion to be Ee within 12months . 
S _and carried or on the balance Set as a aoe pele) ae 257,578 58.6 


$439,786 100.0 


Customer Profile No.3 


‘...-gasis more efficient.”’ 
Bob and Don Ramsden, together with their 
parents, operate the largest family-owned 
permanent mould foundry in Canada. 
__ Located in London, Ramsden 
_ Manufacturing produces components for, 
# among other things, barbecues, frying pans, 

__ chairs and computers, for 40 major accounts, 
includingsomeverywellknown 
‘manufacturers. Business is good now and 

-_ expected to geteven better. — 
_ Twoyears ago, the Ramsdens converted to 
natural gas.|twasamanagementdecision _ 
involving Bob’s and Don’s father, Jack, 
_ founder and President; theirmotherMarg, __ 
_ Vice President; Bob as General Manager and " 
_ Secretary; and Don as vay ae and 
_ Treasurer. 
Currently, the firm uses gas at the rate of up 
to 50 million cubic feet per year, to fire five. 
large furnaces. Aluminum alloy ingots are 
melted in these furnaces, in preparation for 
casting into moulds. — 
According to brother Bob, the switch to gas 
has proved worthwhile: 
“We have used other fuels,”’ *he says, one 
we think gas is more efficient. We also find 
gas cleaner than other fuels.” 
After two years experience, the Ramsdens 
are convinced: Using natural gas makes 
good business sense. 


Gas purchased and produced 
Volumes in billions of cubic feet 


Year to Year to 

March 31 % of March 31 % of 
Source: 1978 total 1977 total 
TransCanada 2484 379 2286 91 
Ontario producers 4.0 16 32 1.4 
Petrosar OF 0.3 — — 
Panhandle Eastern — — 20 AZ 
Total purchased 2531 9O/ 2290 JOT 
Produced from Company wells fl 0.3 6 02 
Total gas supply * 253.8 1000 230.4 100.0 


“Excluding gas transmitted and stored for other companies 


amounts for the latter basis were arrived at by translating historical 
costs by reference to changes in the Gross National Expenditure 
Implicit Price Index from the dates of acquisition to March 31, 1978. 
This basis of valuation reflects only the effect of general inflation on 
the Company and does not purport to represent appraised value, 
replacement cost, or any other measure of current value. 


1978 1977 
General General 
Historic price-level = Historic price-level 
($000’s) cost basis cost basis 


Properties, plant 


andequipment $557,786 $1,025,300 $494,628 $963,141 


Less accumulated 
depreciation 96,712 209,156 87,056 193,914 
Net $461,074 $ 816,144 $407,572 $769,227 


The application of the historical cost composite depreciation rates 
to the general price-level values would result in increased deprecia- 
tion expense as follows: $11.8 million for fiscal 1978, and $11.6 
million for fiscal 1977. 

The inventory of gas held in underground storage is valued at cost 
on the first in, first out basis. The latest cost of this supply was the level 
at which this asset was valued at March 31, 1978 and accordingly no 
adjustment would be required to reflect current value. 

For the remaining utility assets the Company is of the opinion that 
no material changes in valuation would result from the application of 
general price-level indices. 


RATE REGULATION 


On June 30, 1977, the OEB issued its decision on Phase II of the full 
review of the Company’s rates, originally applied for in October, 
1976. Essentially, the OEB confirmed, with some slight modification, 
the rates that had been implemented earlier in the fiscal year on an 
interim basis. 

An application was filed with the OEB on August 4, 1977 for anew 
full rate hearing into the Company’s rate base, allowable rate of return 
and overall cost of service based on 1978 as atest year. Incorporated 
in this application was a request for an interim rate adjustment to pass 


During fiscal 1978 Union Gas and Hud- 
son's Bay Oil and Gas Company Limited 
launched a joint venture exploration drill- 
ing program in Western Canada, calling 
for an investment by Union of at least $21 
million by the summer of 1980. 


Increasing demand for gas in the Owen 
Sound area has prompted installation of a 
portable turbine-driven compressor to 
boost the capacity of the Waterloo-Owen 
Sound pipeline. This will delay the need to 
loop this line until at least 1980. 


on to Customers increased gas costs resulting from the wholesale 
price increases announced by the Federal Government effective 
August 1, 1977. Approval of this request was received in October, 
197% 

On February 16, 1978, two further interim rate increases were 
authorized by the OEB. The first, effective February 15, 1978, allowed 
the Company to increase its rates sufficiently to recover, on an annual 
basis, $10.8 million of the $17.3 million revenue deficiency being 
claimed in the main rate hearing. The other interim increase permitted 
the Company to increase its rates to pass on to customers the 
increased gas costs charged by the Company’s suppliers from Feb- 
ruary 1, 1978. 

The public hearing into the Company’s main rate application com- 
menced before the OEB on October 31, 1977. Evidence related to the 
first phase of the hearing, to determine the annual revenue require- 
ment, has now been concluded and a decision is anticipated in June. 
Following the OEB’s determination, the second phase of the hearing 
will be conducted to finalize rates in line with the approved revenue 
requirement. 


SYSTEM EXPANSION AND RENEWAL 


In expanding service to new customers, all expenditures are subject 
to economic tests to ensure that they generate an adequate rate of 
return. Renewal of facilities is carried out on an ongoing basis to 
ensure safe and efficient service. Total capital expenditures for ex- 
pansion and renewal of utility facilities in fiscal 1978 were $59.7 
million, principal categories of which were as follows: 


Distribution facilities Expenditures for distribution mains, service 
lines, meters and regulators to provide service to 10,893 additional 
customers amounted to $13.8 million. Facilities replaced as part of 
the continuing upgrading program represented expenditures of $14 
million. 


Transmission and storage facilities Capital expenditures on stor- 
age and transmission facilities during the year were $18.5 million. 
This amount includes plant additions to meet the growth require- 
ments of our customers as well as improvements to our existing 
system. Of the above total, $3.4 million was used for renewal projects 


including replacement of pipelines, rebuilding of pressure regulating 
stations and the upgrading of storage pools. 

During the past winter a new 26,400 horsepower turbine-driven 
centrifugal compressor was installed and placed in service at the 
Dawn compressor station, raising total horsepower at that station to 
41,770. As expected, this unit has resulted in significant improve- 
ments in our system operation, expanding the working range of our 
storage pools and raising the maximum operating pressure in our 
Dawn-Trafalgar main transmission lines. 

As the transmission, storage and distribution system continues to 
expand, the requirement for more extensive record-keeping grows. 
The Company has commenced installation of a computer-based 
mapping and information system. Implementation, covering all Divi- 
sions of the Company, will require about five years. The computer will 
simplify preparation of a wide variety of reports and will produce 
system maps required for construction and maintenance work. 


GAS SUPPLY 


During fiscal 1978, 253.8 BCF of natural gas was purchased and 
produced, an increase of 23.4 BCF from the previous year. Trans- 
Canada PipeLines supplied 248.4 BCF, or 97.9% of the total. Deliver- 
ies from TransCanada were reduced in fiscal 1977 in order to permit 
emergency supplies to be diverted to the US. The higher 1978 
volumes reflect in part the making up of deliveries originally sche- 
duled for the previous fiscal year. 

In 1974, based on information then available from its suppliers as to 
a possible shortfall in supplies, Union entered into an agreement with 
Petrosar Limited, which operates a worldscale petrochemical com- 
plex located near Sarnia, Ontario. Under the terms of that agreement, 
Union is to receive 7 to 10 BCF per year of synthetic natural gas 
(SNG) during the 15-year primary term. During fiscal 1978 some 
minor initial deliveries were received from Petrosar. As a result of the 
improved gas supply situation in Western Canada and extended 
supply assurances received from TCPL, the Company approached 
several US utilities to determine whether they had a market for the 
Petrosar supplies. Northern Natural Gas Company of Omaha advised 
of a distinct need for additional supplies and a sales contract was 
. concluded with that company in December, 1977. The gas is to be 
stored by Union for delivery during peak winter months and the initial 
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term of the sale agreement is 5 years. The necessary approvals to 
store the gas have been received from the OEB and applications have 
been made by Union to the NEB for export approval and by Northern 
Natural to the Federal Energy Regulatory Commission for the impor- 
tation of the SNG. 


GAS STORAGE 


The Company is currently operating 10 underground storage pools. 
These pools make it possible to purchase gas supplies at a lower 
average cost, and assure deliveries to our Customers during peak 
winter periods. In addition, the storage capability enables Union to 
provide storage and transportation service on a contract basis to 
other utilities. Current contracts for such service are with The Con- 
sumers’ Gas Company; TransCanada PipeLines; Gaz Métropolitain, 
inc.; Northern and Central Gas Corporation; and the Public Utilities 
Commission of the City of Kingston. 


EXPLORATION AND DEVELOPMENT 


Western Canada exploration and development expenditures in fiscal 
1978 were $8.1 million, compared with $1.2 million in the previous 
year. The Company participated in the drilling of 78 wells, 44 of which 
were completed for production. 

On June 21, 1977 the Company entered into a 3-year Joint Ven- 
ture Agreement with Hudson’s Bay Oil and Gas Company Limited. 
Union has committed $21 million for exploration work with Hudson’s 
Bay during the period. During fiscal 1978 some 53 exploratory wells 
were drilled under this program, 4 of which were oil, 16 gas, and 6 oil 
and gas, for a success ratio of 49%. Preliminary in-house studies 
indicate that this program has delineated proven and probable gas 
reserves of some 12.6 BCF, and proven and probable oil reserves of 
540,000 barrels for Union’s account. It must be realized that the 
benefits from such exploration activities will be experienced over an 
extended period. It will be several years before the full beneficial 
impact is realized through generation of appreciable cash flow and 
earnings for Union. 

The Company continues to be engaged in natural gas exploration 
and development in Southwestern Ontario, both on its own behalf and 
in co-operation with others. 


Customer ProfileNo.4 


“,.. OUR... program has paid off. 


Fueling London’s ‘city-within-a-city’ —the 
_ University of Western Ontario—is abig — 
undertaking, but the task is made easier by 
the use of natural gas. 

“Using gas means the university has an 
economical, convenient, reliable fuel,” says © 
Russ Gonder, Assistant Director, Operations 

_and Maintenance. ‘‘And perhaps most 
importantly, gasis very clean.” 

Two years ago, Western installed a 
computer-based central control system to 
monitor and maintain more than 200 heating, 
ventilating and air conditioning systems in 26 
campus buildings. Wise management of the — 
school’s gas supply has reduced daily 

_ consumption by about 20 per cent with no 
loss of comfort for the 20,000 ‘citizens’ of this 
academiccommunity. _ 

Reducing the university’s annual energy 
budget and keeping staff and students happy 
were the primary considerations when 
installing the system. 

“One has to invest to provide effective 
energy management,’ concludes Mr. 
Gonder. “We feel our energy management 
program has paid off.” 


Dawn station gas dispatcher uses com- 
puter (far left) to analyse pressure, flow 
and temperature data relayed electroni- 
cally from key points on Union's trans- 
mission system. 


A second computer is being installed 
(left) to centralize control of Dawn’s many 
compressors. 


At the same time, a turbine engine (right) 
is being installed as the driver for a two- 
stage centrifugal compressor. This unit 
will more than double the station’s pres- 
ent capacity to 41,770 HP, thereby in- 
creasing substantially our ability to store 
and transmit gas. 
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Petrosar of Sarnia, Canada’s first world- 
scale petrochemical plant, began deliver- 
ing synthetic natural gas (SNG) to Union 
Gas in December, 1977, under acontract 
signed in 1974. A recent improvement in 
the natural gas supply picture has made 
the SNG temporarily surplus to Union's 
requirements, and it is planned to export 
the gas to a US gas utility for at least the 
next 5 years. 
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Customer Profile No.5 


‘it’s the cleanest...’’ 


Under the watchful eyes of Joe Zanyk, the 
Dow Chemical plant at Sarnia turns natural 
gas into electricity. 

Dow operates the largest on-site power 
generation installation in Canada, to produce 
the large amounts of energy required to make 
essential products like chlorine and caustic 
soda by electrolysis. 

And, as Manager, Energy Systems, it’s 
Joe’s job to make sure the installation runs 
efficiently. 


Dow began converting to natural gasin 
1970 and by 1972 the energy system was 
completely dependent on gas for normal 
operations. 

“We prefer gas,” Joe says. “It’s the 
cleanest, most efficient, most readily available 
fuel for our purposes.”’ 

Three natural gas-fired gas turbines drive 
three electrical generators. The heat 
exhausted by these turbines is captured in 
waste heat recovery boilers to produce 
steam. Some of this steam is used, in turn, to 
power two additional steam turbine 
generators. 

In this way, Dow produces — in avery 
efficient and integrated power plant — 


enough electricity to satisfy the needs of a city 
three times the size of Sarnia. The process 
uses a Substantial volume of gas and, thanks 
mainly to Joe and his staff, hardly a cubic foot 
is ever wasted. 

This helps explain, atleast in part, why the 
Sarnia plant recently topped all other Dow 
locations around the world in energy 
conservation. 


MARKETING AND ENERGY MANAGEMENT 


Union’s marketing plans are in keeping with Canada’s stated overall 
energy policies, viz., that the share of the energy market served by 
natural gas be increased. Canada’s conventional oil production is 
expected to continue its decline. Greater emphasis on natural gas will 
limit the nation’s dependence on costly, and possibly unreliable, oil 
imports. 

While designed to expand sales to all classes of customers, the 
Company’s marketing programs stress wise energy management 
and the most efficient use of natural gas. 

In the residential market, Union Gas seeks to increase its market 
share by promotional. programs based on the results of research 
analyses. This activity is supported by the direct selling effort of 
residential sales representatives and through the Company’s ‘‘Appli- 
ance Centre’”’ retail outlets. During fiscal 1978, emphasis was placed 
on increasing the consuming public’s awareness of our ‘‘Appliance 
Centres’, particularly through the use of television promotion. At 
these centres the consumer can select from a wide range of gas 
equipment. Equipment sales are supported by a large Company 
service organization. 

In the commercial and industrial market, Union Gas is seeking 
improved personal contact with customers to ensure the efficient use 
of natural gas and to increase market penetration. 

The Company’s larger industrial sales are significantly influenced 
by competition from marketers of residual fuel oil, with which we 
compete. The continued oversupply and aggressive selling of this 
by-product of refined crude oil, and the general slowdown in eco- 
nomic growth have limited the additional sales available to us in the 
industrial market. An intensified industrial sales campaign has been 
mounted by the Company, with encouraging results. 


EMPLOYEES 


During fiscal 1978 the Company continued to emphasize programs 
to enhance and improve the management, supervisory and technical 
skills of employees. Members of senior and middle management 
attended a total of 192 courses covering a broad range of subjects. In 
addition to numerous programs developed and conducted by our 


Union Gas maintains 30 Appliance Cen- 
tres through which it merchandises natu- 
ral gas appliances and heating equip- 
ment. Two of these modern offices, 
shown here, are located at Guelph (left) 
and Leamington. 


own training department, courses include those offered by universi- 
ties, professional institutions and industry associations. Some 150 
supervisory personnel participated in an in-house training program 
designed to improve supervisory skills. For 1,150 technical and cleri- 
cal staff, Company courses were conducted on pipeline mainte- 
nance, customer service and customer relations. 

Itis the Company’s objective to encourage and assist employees in 
pursuing their personal career objectives, not only through courses 
sponsored or conducted by the Company, but also through job-relat- 
ed courses at universities, community colleges or technical schools. 
A total of 119 employees participated in the Company’s Educational 
Aid Program which provides for refunds of 75% of the cost of text- 
books and tuition fees for successfully completed courses. 

A one-year labour agreement expiring December 31, 1978 was 
negotiated with the two unions representing some 1,100 employees. 
Negotiations were conducted over a three-month period and the 
monetary terms of the agreement were approved by the Anti-Inflation 
Board with no modifications required. 


MAJOR HOLDINGS & DEVELOPMENTS LIMITED 


At March 31, 1978 assets of this subsidiary were $76.3 million, an 
increase of 85% since the majority interest was acquired by Union in 
April 1976. 

With headquarters in Waterloo, Ontario, Major Holdings has prop- 
erties located in ten different municipalities, primarily inthe counties of 
Waterloo, Wellington, Lambton, Essex and Kent. Investment proper- 
ties include 762 residential units, 140,000 sq. ft. in office buildings and 
204,000 sq. ft. in industrial-commercial malls. Construction of an 
additional 140,000 sq. ft. of office, industrial and commercial space is 
expected to commence early in fiscal 1979. 

For the 1978 fiscal year the operations of Major contributed 4¢ per 
share to the earnings of Union Gas (6¢ per share in fiscal 1977). The 
decline reflects the depressed housing market in Major's area of 
operations. 
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SIGNIFICANT ACCOUNTING POLICIES 


- 


Basis for consolidation 

The accompanying financial statements consolidate the accounts of Union 
Gas Limited and its subsidiaries, Union Gas Investments Limited, a wholly 
owned holding company, and Major Holdings & Developments Limited 
(Major), an 85.6% owned real estate company. 


Regulation 

The Company is subject to regulation under The Ontario Energy Board Act 
and The Energy Act, 1971 (Ontario). The accounting practices followed by 
the Company are approved as appropriate by the Ontario Energy Board in 
connection with determining revenue rates. Such rates are designed to 
recover the utility cost of service including a fair and reasonable return on the 
utility investment. However, such recovery is dependent upon the outcome of 
many factors. 


Gas sales and cost of gas 

The Company follows an industry practice of recording gas sales monthly as 
billed on the basis of meter readings made throughout the month and does 
not include in the current month’s revenue consumption of gas from the 
meter reading dates to the month end. Consequently, at each year end there 
is a volume of gas included in cost of gas for which related revenue will be 
recorded in the subsequent period when the meters are read and customers 
billed. 


Properties and depreciation 
Properties are carried at cost which includes all direct costs, an allocation of 
overhead incurred during construction, and interest costs applicable to the 
cost of new properties during the construction period. During the year ended 
March 31, 1978 interest was capitalized at a rate of 10%% (1977 — 114%). 
Depreciation is provided on the straight-line basis at various rates based on 
periodic review by consultants of the remaining useful service life of each 
class of property and approved as appropriate by the Ontario Energy Board. 
The rates provided during the year ended March 31, 1978 resulted in a 
composite rate of 3.07% (1977 — 3.00%). 


Oll and gas exploration and development — Ontario 

Exploration and development costs in Ontario are recognized by the Ontario 
Energy Board as part of the Company’s utility operation. These costs are 
accumulated by geographic area of interest. Costs related to areas deter- 
mined to be of no interest are written off to income, and costs related to 
producing areas are capitalized and amortized on a straight-line basis at a 
rate allowed by the Ontario Energy Board. 


Oil and gas exploration and development — Western Canada 

During the year, the Company expanded significantly its oil and gas explora- 
tion and development activities and it is now involved in a comprehensive 
exploration program in Western Canada. These expenditures are not part of 
the Company's utility operation. The Company follows the full cost method of 
accounting for these oil and gas operations whereby all costs related to 
exploration and development of oil and gas reserves. in this geographic area 
are Capitalized. These costs are amortized against income on a unit-of-pro- 
duction basis. 


Income taxes 

The Company accounts for income taxes by the tax allocation method, 
whereby income tax expense is determined as the amount that would be 
payable if statutory tax deductions for oil and gas exploration costs, deprecia- 
tion and other expenses did not exceed those recorded in the accounts. This 
method recognizes in the accounts the deferment of income taxes to future 
years when amounts deductible for income taxes will be less than the 
depreciation and amortization recorded in the accounts. 


Inventories : 
Inventory of gas held in underground storage available for current sae is 
valued at cost on the first-in, first-out basis. 

Inventories of merchandise, stores and spare equipment are valued at the 
lower of cost on the average cost basis and replacement cost. 


Realty operations 
The realty operations are carried on through Major, which is nol an of the ~ 
utility operation. Because of the different character of the land development 
business as compared to a utility, the realty assets and debt are segregated 
onthe consolidated balance sheet. 

A significant portion of realty assets represents property held for develop- 
ment and sale which is carried at the lower of cost, including applicable 
interest and property taxes, and net realizable value; related debt is renewed 
as required or is repaid as properties are sold. Investment properties are 
carried at cost less accumulated depreciation which is provided primarily 
using the sinking fund method based on 5% interest rate over 50 hee 

Realty income is recognized as follows: 


(i) income from land sales is recognized when all material conditions have 
been satisfied and collection of the unpaid balance is reasonably assured; 


(ii) income from housing sales is recognized Wee the Sool takes 
legal ownership of the property; 


(iii) income from condominium sales is recognized, after sufficient units 
have been sold, when the purchaser pays the amount due on closing, is 
entitled to occupancy and undertakes to assume a mortgage for the 
balance of the sale price. 


Deferred charges 
Deferred gas costs arose in 1972 and 1973 when the Caden) tard 
additional gas costs of $5,391,000 to its major supplier, TransCanada 
PipeLines Limited, to enable TransCanada to finance expansion of pipeline 
facilities necessary for delivery of required volumes of gas. In accordance ~ 
with an accounting order received from the Ontario Energy Board, the ~ 
Company is amortizing these costs over a ten-year period ending March 31, 
1986. 

Unamortized debt discount and expense is amortized over the terms of the 
related issues of long-term debt. 


Employee pension plan 

Based on a valuation by consulting actuaries, the siinfunded Obioeteb which 
has resulted from revisions and revaluations of the Company's pension pian 
is $7,798,000 at March 31, 1978. The past service obligation and changes 
resulting from revisions to the plan are charged to operations over a fifteen- 
year period from the date of the revision. Changes in the obligation due to 
revaluations of the plan are charged to operations over a three-year period. 
Based on actuarial advice, amounts charged against operations in respect of 
the unfunded liability were $1,344,000 in 1977 and $1,611,000 in 1978 and 
the following amounts will be charged against operations for the years ending 
March 31: 


1979 — $1,493,000; 1980 — $1,292,000; 1981 
reducing amounts in subsequent years to 1991. 


— $887,000 and gradually 


Earmings per common share 

Basic earnings per share are calculated on the basis of the weighted average 
number of common shares outstanding during the year, which was 
17,934,386 shares. Fully diluted earnings per share assume the conversion 
of the Class B preference shares and the exercise of all outstanding stock 
options as at the beginning of each fiscal year. 


TED STATEMENT OF INCOME ($000's) 


“Year ended March 31 

1978 — 1977 

$502,695 $441,994 — 
24,613 — 17,159 
19,728 18,911 
| 12, 558 - 11,426 
_ 559,594 — 489,490 

pectinge expenses sand interest 

ostofgas — =| 393,588 © 331,644 
tof iy cpaclonaniee). 17,393 15,669 
ngand maintenance costs _ 54,613 © 50,326 
perty andcapitaltaxes _— 7,123 6127 
epreciation and amortization Cie 13,549 12,210 
pee se Seat cebt(nte e) 19,447 18,860 
interest expense — 5,016 655) 
ority interest 239 ail 
Fe 510,968 441,644 
come before income taxes and extraordinary tem 48,626 47,846 

iz Current . 5 11,576 15,440 - 
_ 11,703 8,120 
23,279 23,563 
in sss : 25,347 24,283 

ie-offofexpendituresin C Canadian Arctic Gas Stuy Limited (note) 3,940 _ 

etincomefortheyear _ — 21,407 24,283 
Dividends on preference shares -_ 3,283 — 3,158 
Earnings applicableto common shares _ $ 18,124 $ 21,125 


Basic earnings percommon: share 


Beforeextraordinaryitem $ 1.23 $ 

fter extraordinary item : _. $ 1.01 $ 

ully diluted earnings percommonshare 

eforeextraordinaryitem S 1.16 So es 

ne itern_ _ $ 98 $ 20 
A ONSOLIDATED STATEMENT OF ACCUMULATED F RETAINED EARNINGS cas S) 
id Limited | a 
| oe fae oe Year ended March 31 

1978 1977 

Balance at beginning of year $ 76,615 $ 67,494 
: Net income for the year 21,407 24,283 
oe . 98,022 91,777 
Deduct: 

Dividends declared role 7) 16,333 13,916 
__ Expenses on issue of common shares 1,148 
7 Oe nariastcn of expenses on issue of Class B preference shares 98 ce 
: 16,431 15,162 
Balance at end of year $ 81,591 $ 76,615 


(See accompanying notes) 


CONSOLIDATED BALANCE SHEET (3000's) 


Union Gas Limited 
_ March31 

ASSETS 1978 1977 

Properties, plant and equipment — at cost (note 1) $557,786 $494,628 
Less accumulated depreciation 96,712 87,056 

: 461,074 4075/2 

Current assets 

Accounts receivable (note 5) 77,543 72,070 

Inventories — - 
Gas in underground storage (note 6) 44,784 34,753 
Merchandise, stores and spare equipment 10,321 8,904 

132,648 115,727 

Realty assets (note 3) 76,280 65,368 

Deferred and other assets 

Canadian Arctic Gas Study Limited expenditures (note 4) 6,558 

Deferred gas costs 4,649 5,036 

Unamortized debt discount and expense 3,652 2,870 

Other deferred charges 2,793 3,247 

11,094 17711 
$681,096 $606,378 

LIABILITIES : 

Shareholders’ equity (note 7) 

Capital stock oe 
Preference shares $ 44,149 $ 42,445 
Common shares 56,468 = O93. 

100,617 - 98,838 

Accumulated earnings retained for use in the business  ~©81,591 76,615 
oe - 182,208 175,453 

Long-term debt (note 8) 257,578 212,220 

Deferred income taxes 83,184 75,387 

Minority interest in net realty assets 1,470 1202 

Currentliabilities 

Commercial notes and bank loans 32,698 21,939 

Accounts payable and accrued charges 53,054 42,035 

Dividends payable 3,907 3,218. 

Income and other taxes payable 1,383 7,758 

Accrued interest on long-term debt 4,482 4,219 

Long-term debt due within twelve months (note 8) 1,527 13,290 

97,051 92,059 
$681,096 $606,378 


(See accompanying notes) 


On behalf of the Board: C.M. Harding, Director W.G. Stewart, Director 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION (6000 s) 


Union Gas Limited 
Year ended March 31 
1978 1917 
Funds is proviaed 
Operations (note 9) $ 52,901 $ 46,859 
Long-term debtissued © 48,930 39,151 
Preference shares issued - 1,980 
Common shares Issued 11 18,929 
Increase in realty debt — 9,638 21,849 
Commons shares issued for real estate investment _ 4,970 
$113,460 $131,758 
Funds copied: 
Net expenditures on utility properties - $ 59,718 $ 49,156 
Western Canada exploration and development 8,125 121 
crease in realty assets 10,912 24,123 
etirement of long-term debt 4,642 15,286 
jidends declared (note7) 16,333 13,916 
Purchase of preference shares for cancellation. 212 569 
anadian Arctic Gas Study Limited expenditures © 1,288 1,879 
Investment in real estate (Major Ae & Developments Limited) less related liabilities and 
inority interest 10 5215 
eferred charges and other terns 291 (472) 
crease in ine capital _ 11,929 20,815 
/ _ $113,460 $131,768 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


Ea holicies are significant Secccniing policies appearing on pale 
1 4 are an oreare! part Of Nee financial oS 


1 Properties and depreciation 
Properties, plant and equipment include dieibution systems, transmission 
eo gas wells and gathering lines, gas storage facilities, base pressure gas, 
land and buildings, and oil and gas exploration and deveopmient costs, a 
ainary cee ofthe cost of which isas ae 


_ ‘March SI 
1978 197/ 
$ 4,623 $ 4,470 
54,938 41,846 
ransmission . 146,359 141,436. 
Distribution. 283,944 256,231 
57,057 47,860 
"Tota : 546,921 491,843 
Western Gees orion and 
_ developmentcosts _ 10,865 2,185 
Total. $557,786 $494,628 


_ Depreciation and amorizanon shown on the i income statement includes 
those amounts charged directly as an operating expense in the Company's 
accounts. In addition, $757,000 was allocated partly to other expense 
accounts and partly to property accounts in the ee ended March 31, 1978 
(qd vie See, ee 


2. fierce occas 

The amounts shown for interest, including long-term debt discount and 
expense amortized, are the amounts charged directly as an operating 
expense in the Company’ ‘saccounts. In addition, $1,250,000 was charged to 
property accounts in the year ended March 31, 1978 (1977 — $503,000). 


3. Realty operations, assets and debt 


Certain financial information concerning realty operations Is shown below. 


Year ended March 31 
Statement of income ($000’s) 1978 1977 
Realty revenue: 

Landand housing sales $16,402 $16,059 
Rental income 2,351 1,(9f 
Other : 975 1,055 
19,728 18,911 

Cost of realty operations: 
Cost of land and housing sold (see note”) 12,879 12,233 
Cost of rental operations - 2,507 2,120 
Other costs 2,007 1,316 
17,393 15,669 

income before income taxes and minority 

meres | 2,335 3,242 
Income taxes 1,381 1,980 
Minority interest 239 21\ 
. 1,620 | 60! 
-Netcontribution to consolidated earnings $ 715 $ 991 


*Note: Cost of land and housing sold includes $594,000 in 1978 ($663,000 in 1977) 
representing an allocation of the excess of the cost of realty assets over the cost to 


Major. 


us 


March 31 
Balance sheet highlights ($000’s) 1978 1977 
Realty assets: 
Properties held for development $42,366 $37,960 
Investment properties less accumulated 
depreciation of $447,000 at March 31, 
1978 and $475,000 at March 31, 1977 19,995 16,379 
_ Mortgages and other assets 13,919 11,029 
ioe 76,280 65,368 
Less realty debt: 
Mortgages payable 41,795 29,516 
Bank indebtedness 10,409 11,832 
Other liabilities 7,401 8,619 
59,605 49,967 
. Sub-total 16,675 15,401 
Less: Deferred income taxes 5,149 4,447 
Minority interest 1,470 1,292 
: 6,619 5,/39 
Book. value ‘of Union’ S interest in net realty 
assets $10,056 $ 9,662 


The Company has an option agreement to acquire an additional 300,000 
common shares (14%) of Major in the future at a cost determined by formula 
to be satisfied by issue of Class Acommon shares. 

Mortgages payable bear interest at an average rate of 9.8% with approxi- 
mate principal payments due in the years ending March 31: 


($000’s) 
1979 % 53/9 
igag : 3,276 
1981 911 
fos2, 7,968 
1983 1,636 
Subsequent 12,668 
Advances on housing inventory to be assumed by purchasers 0,907 

$41,795 


Mortgages payable are secured by property held for development and 
sale, investment properties and a mortgage receivable. Bank indebtedness is 
secured by an assignment of mortgages, notes and other amounts receiv- 
able, fixed charges on certain properties and a floating charge on all the 
assets of Major. 

Interest on realty debt for the year ended March 31, 1978 amounted to 
$4,470,000 of which $2,444,000 was capitalized and $2,026,000 was 
charged as expense and included as cost of realty operations. Depreciation 
on realty assets amounted to $144,000 and is included as cost of realty 
operations. 


4. Extraordinary item 

During the year the National Energy Board rendered its decision on the 
application of Gas Arctic-Northwest Project Study Group, operating through 
Canadian Arctic Gas Study Limited, for authority to construct a high pressure 
gas transmission pipeline from the northern regions of Canada and Alaska to 
markets in Canada and the United States. The Board rejected the proposal of 
Canadian Arctic Gas in favour of a competing pipeline proposal. 

The Company, as a member of the Canadian Arctic Gas study group 
expended funds which had been included in deferred assets pending the 
outcome of the application. As a result of the decision, the Company has 
written off against income as an extraordinary item its accumulated expendi- 
tures of $7,846,000 less a related reduction in income taxes of $3,906,000 for 
anet amount of $3,940,000. 
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5. Accounts receivable 

As part of its normal operations, the Company offers deferred payment 
finance plans for appliance sales and gas installation costs. Accounts 
receivable include merchandise finance plan accounts of which $3,227,000 
at March 31, 1978 and $3,010,000 at March 31, 1977 are not due within - 
twelve months. 


6. Inventories 

Gas in underground storage available for current sale amounted to 23.9 
billion cubic feet at March 31, 1978 and 23.2 billion cubic feet at March 31, 
1977, at an average cost of $1.87 per thousand cubic feet at March 31, 1978 
and $1.50 at March 31, 1977. 


7. Capital stock and dividends 
(a) Details of capital stock are as follows: 


March 31 
($000’s) 1978 1977 
Preference shares 
Authorized: 
Class A— 344,696 cumulative, 
redeemable shares with a par value 
of $50 each 
Class B— 4,996,690 cumulative, 
redeemable convertible shares with 
apar value of $20 each 
Issued: 
Class A. 
135,096 Series A, 542% $ 6,755 $ 6,967 
90,000 Series B, 6% 4,500 4,500 
119,600 Series C, 5% 5,980 5,980 — 
Class B 
1,246,690 Series 1, 834% 24,934 24,998 
99,000 Series 2 (see (Cc) below) 1,980 
$ 44,149 $ 42,445 
Common shares without par value: 
Authorized: 22,007,282 shares 
Issued: 15,938,936 Class Ashares 
2,002,321 Class B shares 
17,941,257 Total 56,468 56,393 
so $100,617 


$ 98,838 — 


(b) The Class A preference shares are redeemable as follows: 

Series A— at$50.50 per share at any time, 

Series B— at $55.00 per share at any time, 

Series C — at $51.00 per share until March 31, 1981 and $50.50 per share 
thereafter. 

Under the conditions attaching to the Series A and Series C preference 
shares, the Company is committed to purchase shares on the open ance 
for cancellation if their market prices fall to par or below as follows: | 
Series A— in amounts up to $170,000 annually, 

Series C — in amounts up to $140,000 annually. 

As required by the Articles of the Company, a special allocation of retained 
earnings is shown on the books of the Company to reflect this commitment. 
During the fiscal year ended March 31, 1978, 4,244 Series A shares with an 
aggregate par value of $212,000 were purchased and cancelled. 


(c) The Class B preference shares, Series 1, are not redeemable prior to 
March 31, 1980. On and after that date, the shares will be redeemable at the — 
option of the Company at a redemption price of $21.40 per share if redeemed — 
on or before March 31, 1981 and reducing annually in gradual amounts to | 
$20 per share if redeemed after March 31, 1985. In addition, these prefer- — 
ence shares are convertible into common shares of the Company on or prior 


¥ 


to March 31, 1985 at a rate which is currently 2.2 common shares for each 
preference share. 

On May 3, 1977 the Company issued for cash 99,000 cumulative converti- 
ble redeemable Class B preference shares, Series 2 with a par value of $20 
each. The dividend rate fluctuates to equate with the prime bank rate. These 
shares are redeemable at any time, at the option of the Company, at a 
redemption price of $20 per share and must be redeemed before three 
months after the tenth anniversary date of issue. These shares are also 
redeemable at the option of the holder on or after May 4, 1979 but before May 
3, 1987, ata redemption price of $20 per share. In addition, these preference 

_shares are convertible into common shares of the Company on or after May 
4, 1979 but before May 3, 1987, at a rate of 2.2 common shares for each 
_ preference share. . 


(d) The Class A and B common shares are voting shares, interconvertibie on 
a share for share basis and rank equally in all respects. The only distinction 
between the two classes of shares is that the Directors may elect to pay 
dividends on Class B common shares out of tax-paid undistributed surplus on 
hand or 1971 capital surplus on hand as defined in the Income Tax Act, in 
which case the sum of the cash dividend on a Class B common share plus 
any 15% tax paid per share to create tax-paid undistributed surplus is equal to 
the cash dividend paid on a Class A common share. During the year ended 
March 31, 1978, anettotal of 341,497 shares were converted from Class A to 
Class B common shares. After December 31, 1978, as a result of recent 
amendments to the Income Tax Act, the Company will no longer be able to 
pay dividends out of tax paid or capital surplus on its Class B shares but, 
subject to confirmation by shareholders, the Company expects to be in a 
position to declare common stock dividends on its Class B shares, on a basis 
-equivalentto the cash dividend on the Class A shares. 


_(e) Changes in the number of common shares issued during the 1978 fiscal 
year are as follows: 

3,200 Class B preference shares were converted into Class A common 
shares, reducing the number of authorized and issued Class B preference 
shares by 3,200 and increasing the number of authorized and issued 
common shares by 7,040. _ 

1,108 Class A common shares were issued under stock option plans for 

_ Senior employees. 


(f) 218,250 common shares have been reserved under stock option plans for 
senior employees at March 31, 1978. During the 1978 fiscal year, options 
_were granted on 12,500 shares at $9.125 and 10,500 shares at $9.75, the 
then market prices; options were cancelled in respect of 41,000 shares at 
$13.05 and 1,500 shares at $9.75; and options were exercised on 1,800 
shares at $7.31 and 240 shares at $8.625. Amounts under option at March 
31,1978 aresummarizedas follows: _ 
20,450 shares at approximately $13.00 expiring by 1981, 
170,260 shares at prices between $6.75 and $9.75 expiring by 1983. 


) (g) Dividends declared on capital stock are as follows: 


Year ended March 31 
($000’s) 1978 1977 
_ Preference shares (rate per annum) 
Class A: 
Series A— $2.75 per share $ 377 $ 396 
Series B — $3.00 per share 270 270 
Series C — $2.50 per share 299 305 
Class B: 
Series 1 — $1.75 per share 2,187 2,187 
Series 2 — $1.675 per share (current 
indicated rate) 150 
_ Total preference dividends : 3,283 3,158 
_ Common shares (current indicated rate 
per annum) 
Class A— 74¢ per share 11,711 9,686 
Class B — 74€ per share 1,339 911 
Tax related to Class B dividends 161 
Total common dividends 13,050 10,758 
Total dividends - $16,333 $13,916 


The trust indentures providing for the issue of the Company’s debentures 
contain certain restrictions regarding the amount that may be paid as 
dividends. Accumulated earnings retained for use in the business in the 
amount of $44,943,000 at March 31, 1978 were free from limitation under the 
most stringent of these restrictions. 


8. Long-term debt 
Details of the sinking fund debentures as at March 31, 1978 and 1977 areas 
follows: 


Total Current Long-term portion 

($000’s) outstanding __ liability 1978 1977 
6%% 1961 Series, due 

July 15, 1981 $ 6265 $ 240 $ 6025 $ 6650 
6%% 1963 Series, due 

August 15, 1983 8,047 147 7,900 8,450 
6%% 1965 Series, due 

September 1, 1985 10,239 389 9,850 10,425 
7%2% 1967 Series, due 

January 5, 1987 10,687 2a 10,450 11,025 
7T%% 1968 Series, due 

August 1, 1988 15,600 15,600 16,298 
9%% 1970 Series, due 

April 1, 1990 200 200 250 
8% 1971 Series, due 

November 15, 1991 18,695 95 18,600 19,300 
8%% 1972 Series, due 

November 15, 1992 14,550 15 14,475 15,000 
8% 1972 U.S. Series, due 

November 15, 1992 

(U.S. $10,000) 9,822 344 9,478 9,822 
8%% 1973 Series, due 

June 1, 1993 20,000 20,000 20,000 
11% 1974 Series, due 

August 15, 1994 25,000 25,000 25,000 
11%% 1975 Series, due 

September 15, 1995 30,000 30,000 30,000 
105% 1976 Series, due 

July 15, 1996 40,000 40,000 40,000 
10% 1978 Series, due 

February 15, 1998 50,000 50,000 
Total amounts per balance 

sheet $259,105 $1527 $257,5/8 $212,220 


The U.S. Series is recorded at the exchange rate in effect at the date of 
issue; based on the exchange rate at March 31, 1978, $11,322,000 Cana- 
dian would be required to discharge this series. 

Sinking fund requirements during the next five years ending March 31, are 
as follows: 1979 — $1,527,000; 1980 — $5,444,000; 1981 — $6,378,000; 
1982 — $11,828,000; 1983 — $8,668,000. 


9. Funds provided from operations 


Year ended March 31 

($000’s) 1978 1977 

Income before extraordinary items $25,347 $24,283 
Add amounts deducted in arriving at in- 
come which did not involve an outlay of 

funds — 

Depreciation 14,306 12,856 

Deferred income taxes 11,703 8,120 

Miscellaneous (net) 1,545 1,600 

$52,901 $46,859 
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10. Directors’ and senior officers’ remuneration 
Direct remuneration of directors and senior officers totalled $843,000 during 
the year ended March 31, 1978. 


11. Capital expenditures and commitments 
Capital expenditures for utility plant of approximately $69,000,000 are 
planned for the fiscal year ending March 31, 1979. 

Under an exploration and development participation agreement with Hud- 
son’s Bay Oil and Gas Company Limited, the Company is also committed to 
minimum exploration expenditures of $21,000,000 over a three year period 
ending June 30, 1980. Approximately $6,000,000 was expended to March 
31,1978. 

Under a gas supply agreement with Petrosar Limited, the Company has 
agreed to purchase 7-10 billion cubic feet of synthetic gas, annually for 15 
years, at a current price of approximately $3.50 per thousand cubic feet 
subject to periodic adjustment to reflect Petrosar’s feedstock costs. The cost 
is currently in excess of the cost of gas available from the Company’s 
traditional sources. 

During the past year the Company reached agreement, subject to regula- 
tory approval in Canada and the United States, on the sale of this supply to a 
United States utility at a price which will recover the annual cost. Applications 
for these approvals have been filed. This contract is for a basic term of five 
years, extendible annually thereafter upon the mutual consent of the parties. 
Pending receipt of regulatory approvals, the Company is carrying the cost of 
this supply and interest thereon in an inventory account, Gas in Underground 
Storage, for eventual transfer to the purchaser, in accordance with an 
accounting order received from the Ontario Energy Board. At March 31, 
1978, the amount of the Petrosar supply in inventory is 0.7 billion cubic feet at 
acost of $2,383,000. 


12. Anti-inflation program 

The Company is subject to the Anti-Inflation Act which, effective October 14, 
1975, established guidelines for the restraint of prices and profit margins, 
employee compensation and dividends and which ceases to have effect by 
the end of 1978. 

In the area of price and profit restraint, the Act provides that compliance 
with the program by regulated companies is to be monitored by their normal 
regulatory Boards. Pursuant to this provision the Company has filed detailed 
calculations under the Anti-Inflation Regulations with the Ontario Energy 
Board in the course of rate applications during the past year which indicate 
that it is in compliance with the Anti-Inflation Program for the 1978 fiscal year. 
The Company is also of the opinion that its subsidiary, Major, is in compliance 
with the Act and related regulations. 
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AUDITORS’ REPORT 


To the shareholders of Union Gas Limited 

We have examined the consolidated balance sheet of Union Gas Limited as at 
March 31, 1978 and the consolidated statements of income, accumulated 
earnings retained for use in the business and changes in financial position for 
the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the circumstances. 

In Our opinion these consolidated financial statements present fairly the 
financial position of the company as at March 31, 1978 and the results of its 
operations and the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


ha La hewn, Vo aor Bo. 


Chartered Accountants. 
Toronto, Canada, May 2, 1978. 


FINANCIAL STATISTICS 


Union Gas Limited 
Fiscal years ended March 31 
1978 1977 1976 1975 1974 1973 
Revenues, expenses and net earnings ($000’s) 
Revenues: 
Gas sales $502,695 $441,994 $304,018 $222,471 $174,592 $151,416 
Transportation and storage 24,613 ieoo 135281 10,544 8,139 6,827 
Realty 19,728 18,911 _ — — _ 
Other 12,558 11,426 10,319 Toihsts 7,180 6,278 
Total revenues 559,594 489,490 327,618 240,800 189,911 164,521 
Expenses: 
Cost of gas 393,588 331,644 213,023 145,981 109,832 86,453 
Cost of realty operations 17,393 15,669 — _ — — 
Operating and maintenance costs 61,736 56,453 49,074 41,323 34,684 32,340 
Depreciation and amortization 13,549 i216 8,953 Siliez 310 6,596 
Interest on long-term debt and other debt 24,463 29,391 19,063 1163330 neha WAS, 10,229 
Minority interest 239 Zi — — — - 
Total expenses 510,968 441,644 290,113 211,761 165,005 135/618 
Income before income taxes and extraordinary item 48,626 47,846 3/005 29,039 24,906 28,903 
Income taxes 23,279 23:003 18,114 14,829 12-202 12,486 
Income before extraordinary item 25,347 24,283 19,391 14,210 12,704 16,417 
Write-off of expenditures in Canadian Arctic Gas Study Limited 3,940 _ — _ — — 
Net income for the period 21,407 24,283 19,391 14,210 12,704 16,417 
Preference share dividends 3,283 Serlleye) 3,180 998 1,010 1,038 
Earnings applicable to common shares SH183124>  Se2 11255 ot O21) Sal o.21294$ 11,694 -$°15:379 
Basic earnings per common share: * 
Before extraordinary item S el 2oe be 134 O07 Ovees Ti oS © ORO2 
After extraordinary item Se Ol) Sie 4 aoe lO. 2 ‘Ole iba lO 
Fully diluted earnings per common share: 
Before extraordinary item Sie): 1G geben Come Dems). OF ed TE ey 
After extraordinary item $ 98 eo le2O | oe 03) SD feye SS hla pam? 
Dividends declared per common share* * $ 74 §$ 69 §$ 64 § 64.2.5 64 § 64 
Condensed balance sheet ($000’s) 
Assets: 
Properties $557,786 $494,628 $449,063 $408,327 $367,174 $341,820 
Less accumulated depreciation 96,712 87,056 78,765 esol 66,973 61,999 
461,074 407,572 370,298 334,976 300,201 279,821 
Current assets 132,648 115,727 #°119,049 (Are ake) 53;075 35,596 
Realty assets 76,280 65,368 — _— — = 
Deferred and other assets 11,094 Viral 20,099 17,788 133247 11,936 
Total $681,096 $606,378 $509,446 $429,895 $366,523 $327,353 
Liabilities: 
Shareholders’ equity: 
Preference shares $ 44,149 $ 42445 $ 43,014 $ 438,309 $ 18414 $ 18,986 
Common shares 56,468 56,095 31,346 31,346 31,346 31,346 
Retained earnings 81,591 76,615 67,494 615053 57,513 55,491 
Total 182,208 175,453 141,854 135,708 107,273 105,823 
Long-term debt 257,578 212,220 187,506 164,908 153,599 141,891 
Realty debt 59,605 49,967 — — _ = 
Deferred income taxes 83,184 VhsRcteys 63,890 56,334 47,954 42,541 
Minority interest in net realty assets 1,470 1,292 _ — — = 
Current liabilities 97,051 92,059 116,196 72,945 57,697 37,098 
Total $681,096 $606,378 $509,446 $429,895 $366,523 $327,353 


“On basis of the weighted average number of shares outstanding during the year. 


**Annual rate per class Acommon share at year end. 
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FINANCIAL STATISTICS CONTINUED 


Union Gas Limited 
Fiscal years ended March 31 
1978 1977 1976 1975 1974 1973 
Statement of changes in financial position ($000’s) 
Funds provided: 

Operations $ 52,901 $ 46,859 $ 36,948 $ 32,251 $ 26,066 $ 30,000 

Long-term debt issued 48,930 S9elod 29,432 21sec 19,616 24,383 

Increase in realty debt 9,638 21,849 — — — _— 

Proceeds from share issues: 

common 11 18,929 _~ — — _ 
preference 1,980 — — 24,049 — 

Common shares issued for real estate investment = 4,970 _ — _ _ 
Total $113,460 $131,758 $ 66,380 $ 83,822 $ 45682 $ 54,383 
Funds applied: 

Net expenditures on utility properties $ 59,718 $ 49,156 $ 44,815 $ 42,807 $ 27,698 §$ 31,871 

Western Canada exploration and development 8,125 eels 610 998 426 588 

Increase in realty assets 10,912 24,123 — _ - — 

Retirement of long-term debt 4,642 15,286 7,402 16,691 8,292 S55 

Dividends declared: 

common shares 13,050 NOMS BGi2 9,672 9,672 9,672 
preference shares 3,283 SaloG 3,180 998 1,010 1,038 

Purchase of preference shares for cancellation 212 569 295 oS ore tvs 

Canadian Arctic Gas Study Limited expenditures 1,288 1,879 1,887 889 728 Ia WAs) 

Investment in real estate (Major Holdings & Developments 

Limited) less related liabilities and minority interest 10 52a 120 2,800 — — 

Deferred charges and other items 291 (—)472 (=)268 54 404 2,197 
__ Increase in working capital 11,929 COED (= lp OSS 8;808> (=) 320 1,918 
Total $113,460 $131,758 $ 66,380 $ 83,822 $ 45,682 §$ 54,383 
Other financial statistics 
Equity per common share: 

Common shares outstanding (000’s) 17,941 7.933 LS alae elie Vole Andale 
__ Equity per share $ 7:70 $ 742 $ 654 $ 651 9S. 95 88s oueeoe 
Properties (6000's) 

__ Gross book value beginning of year $494,628 $449,063 $408,327 $367,174 $341,820 $312,458 
Additions: 

Plant acquisitions and additions 49,118 S4532 S42 36,601 20,821 24,382 

Plant replacements 18,177 ibe Tee) 10,049 6,866 feos Salis 
Gross additions and replacements 67,295 49,711 44,770 43,467 28,134 52,009 
Retirements: 

Gross value of plant retired 4,137 4,146 4,034 250 1A 2,/80 3,197 
Net additions to Properties 63,158 45,565 40,736 41,153 25,354 29/362 
Gross book value end of year $557,786 $494,628 $449,063 $408,327 $367,174 $341,820 

Metric conversion 
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The natural gas industry will convert to metric in 1979. For the 
information of shareholders, certain statistics appearing on the 
opposite page are shown in metric and imperial measure. 


Gas volume and compressor station figures are shown in both 


metric and imperial for fiscal 1978 and imperial only for the earlier 
years, while degree day deficiencies and pipeline lengths are 
expressed in metric for all 6 years. 


OPERATING STATISTICS 


Union Gas Limited 
Fiscal years ended March 31 
1978 1978 1977 1976 1975 1974 1973 
Gas marketing (Metric) 
Customers (end of year): 
Residential 381,685 Silko 360,943 OA teese so0roDe 323,042 
Commercial 42,385 41,486 Shs) oN 38,284 37,092 Sono 
Industrial 4,446 4,405 4,311 4,214 3,970 3,510 
Other utilities 8 9g 10 11 11 8 
Total 428,524 417,631 404,521 389,741 377,625 361,691 
Sales: 
Residential 1391 49,1114 52,216 46,273 45,786 44,285 44,294 
Commercial 1 162+ 41,0004 42,382 39,072 37,866 34,230 31,881 
Industrial 4107£ 144,969+ 144,884 142,396 143,810 136,897 121,863 
Other utilities 165+ 5,835+ 6,196 Sela\e) 5,656 5,086 4,658 
Total 6825 240,915+ 245,678 233,594 Ee Sys Mie) 220,498 202,696 
Revenue ($000's): 
Residential $138,380 $125,521) eo) 62,6016 » $764.548- $953,471 $: 50,561 
Commercial 91,121 82,416 Sialioc 43,109 SiG SN 1 29,405 
Industrial 261,883 223,743 MS 2437, 110,198 84,362 68,652 
Other utilities 11,311 10,314 6,813 4,616 3,442 2,/98 
Total $502,695 $441,994 $304,018 $222,471 $174,592 $151,416 
Average gas use per customer: 
Residential 37177 131.27 143.4 Sie 134.7 134.6 140.9 
Commercial 27 968TF 987.37 1,052.4 1,014.2 HeLa, 947.3 925.8 
Degree day deficiency (Celsius) 4 166 4 338 Sao 3 849 3 788 3 863 
Gas supply 
Production from Company wells 19+ 674+ 631 2,400 15759 780 1,888 
Purchases: 
Ontario sources 134; 4,720¢ 3,185 31205 3,790 4,812 6,094 
Pipeline suppliers 7037£ 248,4004 226,644 254,164 242,244 239,665 200,736 
Total 71904 253,794 230,460 259,769 247,793 CAD Zot 208,718 
Storage and transmission operation 
Gas delivered for other utilities under 
storage and transportation contracts 45694 161,282+ WW7S/632 166,393 168,966 11635300 118931 
Gas into storage 2 413 85,1714 59,754 74,331 55320 55.00% 47,526 
Gas out of storage 2 038+ 71,9454 84,939 51,061 52,422 O74 46,123 
Maximum day send out: 
From storage 40 757+ 1,439+ 1,426 1,248 TA) 987 900 
From total system 67 445+ 2,381+ 2,460 2,231 W879 1,903 1,810 
System facilities 
Kilometres of pipelines: 
Gathering and storage 589 660 679 677 742 748 
Transmission 2 845 2 896 2919 2 864 2 824 LT AE 
Distribution 12 312 12 008 RG 2 ila calls) ieeO23 10735 
Total pipelines 15 746 A504 e223 14 857 14 589 14 260 
Compressor station horsepower / kilowatts 89 927 120,545 94,145 92,985 SI Ge's) 65,785 SiE4oo 
Working storage capacity 2 7314 96,395+ 92,490 87,384 81,956 61,427 5PACE 


}million cubic feet (MMCF) 
¢million cubic metres (10°m>) 


tthousand cubic feet (MCF) 
{cubic metres (m°*) 
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UNION GAS LIMITED Head Office: 50 Keil Drive North, Chatham, Ontario N7M 5M1 


(Incorporated under the Laws of Ontario) y 


Directors 


Ralph M. Barford, Toronto 
President, Valleydene Corporation Limited 


George H. Blumenauer, Hamilton 
Chairman of the Board and President, Otis Elevator Company Limited 


John D. Bradley, Chatham 
President, Bradley Farms Limited and First Chatham Corporation Limited 


Frank Capewell, Chatham 


Executive Vice-President, Union Gas Limited 


John B. Cronyn, London 
Company Director 


C. Malim Harding, O.B.E., Toronto 
Chairman of the Board and President, Harding Carpets Limited 


Frederick W. P. Jones, LL.D., London 


Financial Consultant 


Joseph S. Land, Toronto 
Chairman of the Board, IAC Limited 


William G. Stewart, Chatham 
President and Chief Executive Officer, Union Gas Limited 


David G. Waldon, Toronto 


Chairman of the Board, Interprovincial Pipe Line Limited 


William H. Watson, Chatham 


President, Huron Construction Company Limited 


Abram Wiebe, Waterloo 


President, Major Holdings & Developments Limited 


Donald J. Wright, Q.C., Toronto 


Partner, Lang, Michener, Cranston, Farquharson and Wright 


Principal officers 

C. Malim Harding, O.B.E., Chairman of the Board 

William G. Stewart, President and Chief Executive Officer 

Frank Capewell, Executive Vice-President 

Henry B. Arndt, Vice-President, Finance 

Stephen T. Bellringer, Vice-President, Marketing 

R. Glen Caughey, Vice-President, Corporate Planning and Development 
Francis M. Edgell, Vice-President, Operations 

Donald C. Ingram, Vice-President, Engineering and Gas Transmission 
John B. Jolley, Q.C., Vice-President and General Counsel 

J. Edwin Mahoney, Vice-President, Corporate Affairs 

Jonn Webel, Vice-President, Administration 

Glenn |. Wonnacott, Vice-President, Corporate Personnel 

R. Gordon James, Assistant Vice-President, Finance 

Edna Crawford, Corporate Secretary 

Gerald E. Miller, Treasurer 


Transfer agents 
Class A Preference Shares 
5%% Series A 
Canada Permanent Trust Company 
Toronto, Montreal, Winnipeg, Calgary and Vancouver 


6% Series B 
Canada Permanent Trust Company 
Toronto, Montreal and Calgary 


5% Series C 
Canada Permanent Trust Company 
Toronto, Montreal, Winnipeg and Calgary 


Class B Preference Shares 
8°4% Series 1 
Canada Permanent Trust Company 
Toronto, Montreal, Winnipeg, Calgary and Vancouver 


Common Shares (Class A and B) 
Canada Permanent Trust Company 
Toronto, Montreal, Winnipeg, Regina, Calgary and Vancouver 


The Chase Manhattan Bank, New York 


Registrars 
Class A Preference Shares 
5%% Series A 
Canada Permanent Trust Company 
Toronto, Montreal, Winnipeg, Calgary and Vancouver 


6% Series B 
Canada Permanent Trust Company 
Toronto, Montreal and Calgary 


5% Series C 
Canada Permanent Trust Company 
Toronto, Montreal, Winnipeg and Calgary 


Class B Preference Shares 
8°4% Series 1 
Canada Permanent Trust Company 
Toronto, Montreal, Winnipeg, Calgary and Vancouver 


Common Shares (Class A and B) 
Crown Trust Company 
Toronto, Montreal, Winnipeg, Calgary and Vancouver 


Canada Permanent Trust Company, Regina 
Chemical Bank, New York 


Dividend disbursing agent 


Class A Preference Shares, Series A, B and C; Class B Preference Shares, 
Series 1 and Common Shares (Class A and B), 
Canada Permanent Trust Company, Toronto 


Annual meeting of shareholders 


Shareholders are cordially invited to attend the Annual Meeting to be held at 
The Thames Arts Centre, 75 William Street N., Chatham, Ontario, on 
Thursday, June 22, 1978 at 11 o’clock a.m. (Eastern Daylight Time). 
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Union Gas Pipeline System 

Serving Southwestern Ontario 

Scale: one inch equals approximately 37 kilometres 

Primary and secondary gas transmission and storage pipelines 
Proposed pipelines 

Major compressor stations 

Gas storage fields (see inset) 


Portion of transmission facilities of TransCanada PipeLines Limited 
The Consumers’ Gas Company, Great Lakes Gas Transmission Company Ltd. 
and Panhandle Eastern Pipe Line Company 
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